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Person to Contact: 
****** ****  s 

********** ****** *****  ***   
****** 

*** ****** * * * * * 
* * * *  * * *  
**** **********  **  ******

Telephone Number: *************9 

Reiei  8eply tc: ************** 

Date: 

Employer 1dent:if i c a t i o n  Number: *********3 
Key District: A t l a n t a  

Dear Appli c a n t :  . 
We have considlered your a p p l i c a t i o n  f o r  exemption from 

Fedel.-ail income t a x  under  s e c t i o n  501 (c) ( 3 )  of t h e  I n t e r n a l  
Revenue Code. 

The in format ion  submitted i n d i c a t e s  t h a t  you were created on 
*****  * *  ***9, t o  provide medical  s e r v i c e s  t o  the County's  
i n d i g e n t  and  med.ical3,y needy r e s i d e n t s .  You state tha t .  you were 
c r e a t e d  as a n  independent t a x i n g  d i s t r i c t  by s p e c i a l  s t a t u t e ,  You 
a r e  a u t h o r i z e d  t o  levy and a s s e s s  an ad valorem t a x  on a l l  t h e  
t a x a b l e  ptroperty i n  t h e  d i s t r i c t  t o  support  . -  - your purposes  and 
a c t i v i t i e s .  

Your f ina.ri.ci.al support  is der ived  from ad valorem t a x e s  and 
state funded grants. 

S e c t i o n  501 jc) ( 3 )  of the Code r r o v i d s  f o r  the exemption f ron  
Federa l  income tax  of o rganiza t ions  organized and opera ted  
exclut;i.qely f o~.. c h a r i t a b l e  purposes.  

Rev. Rul .  55-319, 1955-1 C.B. 119 ,  holds  t h a t  a wholly-owned 
S t a t e  i n s t r u m e n t a l i t y  may, under c e r t a i n  c i rcumstances ,  q u a l i f y  
f o r  exempti.on from Federal  incorns t a x  under s e c t i o n  5 0 1 ( c ) ( 3 )  of 
t h e  Code. This pos i t i on  is ampl i f ied  i n  Rev. Rul. 60-38.4, 1960-2 
C. B. 172 ,  which holds  tha. t  a wholly-owned state o r  municipal  
i n s t r u m e n t a l i t y  t h a t  is a s e p a r a t e  e n t i t y  and a counterpart of an  
o r g a n i z a t i o n  descr ibed i n  s e c t i o n  501 (c )  ( 3 )  of the  Code may 
q u a l i f y  f o r  exemption under t h a t  s ec t ion .  However, t h e  revenue 
r u l i n g  s t a t e s  t h a t  it wauld n o t  be a c l e a r  coun te rpa r t  of  a 
s e c t i o n  501(c) ( 3 )  o r g a n i z a t i ~ n  i f  it is  c lo thed  wi th  regula tory  
o r  enforcement powers, o r  ot.her powcis beyond t h o s e  of a n  
o r g a n i z a t i o n  descr ibed i n  section 5 C l ( c ) ( 3 ) .  Examples of such 
powers set f o r t h  i n  t h e  revenrle tcling a r e  enrorcement o r  
requlatory powers exercised i n  t-lx publ ic  i n t e r e s t ,  such a s  
h e a l t h ,  w e l f a r e ,  o r  s a f e t y .  

R e v .  R u l .  74-15, 1974-1  C.R. 1 2 6 ,  h o l d s  t h a t  a p u b l i c  
i i b r a r y  organized  ds a s e p a r a t e  e n t i t y  under a s t a t e  s t a t u t e ,  



r 

without  power t o  impose t a x e s  f o r  its ope ra t ion  but whose funds 
are obtained Ly c a r t i f i c a t i o n  of a t a x  r e t e  nczSz2 f c r  i ts 
ope ra t ions  t o  the rate-making a u t h o r i t y ,  q u a l i f i e s  f o r  exemption 
under s e c t i o n  501Cc) ( 3 ) .  The revenue r u l i n g  s t a t e s  t h a t  the 
2ower regarding t h e  tax  r ~ . t e d  described above is not a r e g u l a t o r y  
o r  en fo rce l~ !~n t  power v i zh in  t h e  meaning of Rev. Rul. 60-384, 
since f t  werely involves  t h e  determinat ion,  s u b j e c t  t o  s p e ~ i f i @ d  
l j . n i t s ,  of a tax r a t e  necessary t o  support t h e  l i b r a r y ' s  
opera t iun .  

Unlike t h e  organiza t ion  descr ibed Rev. Rul. 74-15, you 
are authorized t o  levy  and assess caxes t o  suppor t  your 
operatioris .  T h i s  is considered at; a r e g u l a t o r y  o r  enforcement 
power wi th in  the meaning of Rev. Rul. 60-384. s ince  Yoll 
c lo thed  with  a power beyond thc.se ,,f an  organiza t ion  ~ e ~ c r i b e d  i n  
s e c t i o n  5Ol(C){3),  you are not a c l e a r  coun te rpa r t  of an 
organ iza t ion  desc r ibed  i n  sect,isn 501 (c) ( 3 )  . Therefore,  you a r e  
n o t  e n t i t l e d  t o  exemption f roa  Federal  income t a x  under s e c t i o n  
5 0 1 1 ~ )  ( 3 )  of t h e  Code. Contr ibut ions  t o  you a r e  not d e d u c t i b l e  
under s e c t i o n  170 (c) ( 2 )  of t h e  Code. 

Any ques t ions  t h a t  you may have a s  t a  whether c o n t r i b u t i o n s  
to you are  d e d u c t i b l e  under s e c t i o n  170(c)(l) of t h e  Code should 
be addressed t o  t h e  Xnternal Revenue Serv ice ,  Off ice  of A s s i s t a n t  
Chief Counsel, (Income Tax and Accounting) CC: DOM:,IT6tAI P. C. BOX 
7604, Ben Frankl in  S t a t i o n ,  Washington, D. C. 20044 .  

You have t h e  r i g h t  t o  p r o t e s t  t h i s  r u l i n g  i f  you be l i eve  
t h a t  it is i n c o r r e c t .  TO p r o t e s t ,  you should submi t  a s ta tement  
of your v i e ~ s ,  wi th  a f u l l  explana t ion  of your reasoning.  This 
s ta tement  must be submitted withir! 30 days of t h e  date  of t h i s  
l e t t e r  and must be signed by one of your o f f i c e r s .  You a l s o  have 
a r i g h t  t o  a conference i n  t h i s  o f f i c e  a f t e r  your  s ta tement  is 
submitted. I f  you want a conference. you must reques t  it when you 
f i l e  your p r o t e s t  s ta tement ,  If you a r e  t o  be represented  by 
someone who is not  one of your o f f i c e r s ,  h e / s h e  mus t  f i l e  a 
proper power of a t t o r n e y  and otherwise qua l i fy  under our - 
Conference and P r a c t i c e  Requirements. 

If you do no t  p r o t e s t  t h i s  proposed ru l ing  i n  a time-ly 
manner, it w i l l  be considered by t h e  I n t e r n a l  Revenue Se rv ice  a s  
a f a i l u r e  t o  exhaust  ava i l ab le  admin i s t r a t ive  remedies. Sec t ion  
7428(b)(2) of t h e  Code provides, i n  part, t h a t  a d e c l a r a t o r y  
judgment o r  clecree under t h i s  sec t ivr :  s h a l l  not be i ssued  i n  any 
p r0ceed i .n~~  urllass t h e  United S t a t e s  Tax Court, the United States 
Court of Federa l  Claims o r  t h e  District  Court of t h e  United 
S t a t e s  f o r  tihe D i s t r i c t  of Columbia determines t h a t  t h e  
organiza t ion  involved has exhausted adminis t ra t ive  remedies 
a v a i l a b j e  to it wi th in  the  I n t e r n a l  Revenue Service.  

If w e  do n o t  hear from you wi th in  30  d a y s ,  t h i s  r u l i n g  w i l l  
become f i n a l  and sop i e s  w i l l  be forwarded t o  your key  D i s t r i c t  



3 
****  ***** ****** ****** **** * * *  i c t  - 
Director. ~ h e r e d f t e r ,  if you have any questions about your 
federal  income tax  s ta tus ,  includiny questions concerning 
reporting requirements, please contact your key District 
Director. 

Sincerely, 

*************** er 
*****  ******* ** ganizations 
Rulings Branch 1 

cc* ******** ******* ** ***** a 
****  ******  
**********  *** ***** 

********  ******** ******  **********  ** ***** ue 
*** ******* *******  
********** *** **** 


